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ATTENDEES^ 

John I. Barry 
Marvin Boeie 
Kcnntfih J. Brown 
BiJn. Cassi^vens 
John E. CuElenon 
John F- Gcnllemaji 
Roben A. Georginc 



MEETrsG OF THE EXECUTIVE COMJMJJTEE 

OF 

ULLrCO Inc. 

Hefd May S, 1997 

Ai III Ma^^achu^etif Avenu£, N.W. 

VVashirigton, D.C, 

2:00 p.m. 



Frank Hanley 
Joseph F. Milonfly 
Jamt5 F- M. McNuJiy 
Jamesi J. hfonon 
Lt^iCrT H. KulE, St. 
Jacob F- Wc5t 



ABSENT: 

ArtJiur A. Coia 
John T. Joyct 
WiJHam H. Wynn 

OTHERS IN ATT^DAi^CE: 

JosepK A. CarabsHo 
John K. Grdlc 
George Holland* 
Jamei W. Luce 

■^Difccccir, Ulieio Casualty Conipany 



Mark A. MaJofiey 
Charles R. Sormani 
Michael R, Sletd 



Chairman Gcorginc called iht m^ecifig to order and note^i iHai Messrs. Coia^ Joycf and Wynn 
wert ufiabk lo ^luend, 

A5 of Eteccmber 31. 1996, the Compajiy had 334 J6B 1/3 5haj-« of CapitaJ S?ock Issued and 
ouciranding. Because of ?eacquisiiion and fssuancc of shares™ 2.559 shares of Capisal Slock were 
beini held pending resale. Aiso. a^of Dcccitiber 31. 199^. the Company had issued 6, Ml. 959 shares 
of Class A Scock and [33.2SCi sbaies of Class B ^ioc]n. 

The Minutes of ihe FebnJao" i^- t?^^ Meeling of (he Eseculivc Commictee were distnbiJled 
with che PrelLminary Agenda. Hearing no changes or modi/icalions, il wa5 

RESOLVED: "Thai the Minuses of the E^iecutive Committee Meetmg of February t4, 1997, as 
distributed wi^h the Agenda for ihis meeting, be and hereby aic approved." 

Motion was made, seconded and approved. 

The Chairman seated iha( ten veirs ago there were essentially three corparaiions: Union 
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L^bor Life: L'SA Life, ind L'lica Ca5ua^^y. Through acquisiLioTii and mergers and develapmeni of 
riey^ busmcssts. Tbt ULLFCO orgar^i^auon no--*^ Kad iwcniy-fouf corporaiiions. As companies and 
new dmplo^-e-Es '^crc acquired, wz accuinijlaied many difi"<;rcni benifii plans. incJiidifii over iiwcnEy 
heafih plans, nine -Okkj and profii sharing plans, and pension plani. Ws also experienced chan|es 
in accouniinE niks cDnc-emin| b-snefH plans w^liich have impacied our rinancsals, m panKulaf FAS- 
1 00 on relirc-e Scalcji msuraince. 

Ht iiaced a need for thcic i;o be a more Jiands-on style of manzgemem of iht bcaefa 
pfocfams. Manaiemenl proposed a resrriicEunng by clintinaung she Welfare Comminte of ihe Board 
in Ta'-or of a Benefil Commiiiee made up of Senior Vlana^cmeni. The management commiMee 
u-ould meel regularly to adminsSEer, pJan and effect chari|e5 m the bcneHi plans. 

RESOLVED: "ThaE Ariicle VS, Seciion 1 of ihe Corporaiion's By-laws be amended so eliminaEe 
reference lO (he permanent Commidee of [he Board of Direciors known as iJie 
Welfare CommUiee, [hai Ankle VL Section 5 of ihe Corporaiion's Sy-la-^s be 
eliminated in MS ennpely antf iJiat the By-laws shall hereby be amended." And. be it 



R^RTHER 
RESOLVED: 



"The E^ecutiive ComTHi^see of i:he Corporation, 4nd each of them, does hereby 
iuihoriie the crcauon of a new BeneTits Commitiee 10 consist of the senior officers of 
ULLICO Inc., including ihe Chairman. President and Chief Executive Officer, the 
EKecutivc Vice President, ihe Senior Vice PresidentK Insurance Operanoni, <he Senior 
Vice President, Chief Financial Officer, the Senior Vice Pre&3dent, Investmenis and the 
Vice Prcsidcni and Chief LcEal Officer. "^ And, be it 



FURTHER 
RESOLVED: 



"That the Executive Cornmitiee of ihe Corporation, and each of them, does hereby 
authoriie, direci and empower ihe above named officers to act aj fiduciaries 10 ail 
plans created. Or to be crealed, for the. benefit and welfare of (he Corporat]on"3 
employees and ihe em.ployees of each of its subsidiaries and^or affiEiaies in which ihe 
Corporation, or its subsidiary, owns fiO% or more of the outstanding stock, and ihe 
Commiitee shall have ftiH authority for the administration of afci such pianSr" And, be 



FURTHER 
RESOLVED: 



FURTHER 
RESOLVED; 



"That as fiduciaries, the Commiltee shall be, and hereby is, funher ^uthonzed, 
directed and empowered lo appoint trusseeo) ai may be deemed necessary and 
desirable and shall be charged with reporling any and ail material changes in each 
and every plan creaied for ihe benefit and welfare of the employees of ihe 
Corporation and the employees of each of its subsidiancs in which the Coiporaiion 
owns 30% or more of <he otitstanding siock. on an at least an annual basis to the 
Corporation's Executive Committee," And, be n 

"Thai tl^e appropriate officers and employees of the Corpora lion shall be. and each 
of ihem hereby is. authorised, directed and empowered to, on behalf of the 
Corporation, acknowledge. e?^eiryte and deliver any and ail such aclions or documents, 
which may he necessary or desirable to effectuate the foregoing FcsolutiOTis, and their 
acis and deeds in so doing shall be conclusively presumed to h« the acts and deeds of 
Ihe Corporation." 
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Moiion was -made^ Seconded and approved.. 

The Chairm^r^ <ofd ihc Commirice ihai Financiaf Ff«dori> was attempcm^ ld ispand us 
aciivriiei. Pan of" ihc t.xpansion invaived endorsemf ncs frorn CalPERS and (he N'ational Conrerence 
of Sensor CuiZCJIS- &&Eh dFEanitatsons marrdaCc thai Ftrancia] FffiSdom be authorizfld to pro vide 
Joans oiher ihan our ovwn product un^er a Fannie Mae pfograin and loans under a HUD proeram. 
Fanriie Mae fequjred an assurance [fiat Ftnancfai Freedom would maintain ai, kasi 5250=000 in net 
worth as long as ihey were a contracted leller or s&r^icet of Fannie Mae products. Thz next 
r^soluiion auihonjed ULLICO to isstje a guaranty (q stjppon the fici worth of Financial FfCcdom to 
thai ex ten I. 

RESOLVED: "That I he appropriate ofncers qT the Corporaiion, and each nf them* ire hereby 

luihoriiecf. cSirccted a?id empowered to. on behiSf of [he Corporation, provide a 
guaranty to the Federal NalionaJ Mortgage Associatson on behalf of Financigl 
^reedonf^ Senior Funding Corporatior^. jn an amount not lo o^cced S250,CKXl. for «he 
purpose of matntaining the net wonh requiremenls necessary to remain a qualified 
idller and/or scrv-jcer oT <he Federal Naiiorval Mortgage Associaii-pns reverse monja^c 
program^." 

Moiion was made, seconded and approved. 

The Chairman rtexj stated thai the next resofultqn represented samething very new, 
Marvagemeni was proposing a change in ^he very naiure of our relationship with the Company's 
stockholders^ ULLlCO's stockholders are much larger today than they were when the Company 
formulated its original reJalionship with its stockhotders, Siockholdcri' CApitaJ increased more ihan 
forty-four limes from what it was at year-end 1991. Atso, ihe average holding of a siockholder has 
increased forty times frOm close to si?(teen ihousand doElari, 10 Over siA hundred thousand dollars. 

The Chairman introdueed BiFI E^an from Credit Sutsse/First Bos Eon who made a pfesentatior^ 
coraceniing ihc repurchase program [a copy of Mr. Euan's presentalion is attached and made a pan 
of these minutes). FoMowin^ the presentation, there was siinificant di^cussiori by the Directors. Tl^ey 
focused on the calculation of yield and the benefits of this program: to both slockholders and the 
Company. Mf^ Egari. frorri First Sasion. responded thai ihe value added io the corpgration in book 
valuff as a measure of vaJue was practical, and passing along his measure to the slockholders aligned 
both ihe stockhgSders' inicresis and the Cnmpany'^ interests. Tht Company benefits by bcsn£ able to 
retatn caprtal for future growth, the slockholders benefit by pan ici paling in thai growth more directly 
ihan Ihey ever have in the history of ihe Company. 

One director asked why the Company doe^ fto! go public. The response by another dirccior 
■Aas that ts would destroy the mission of the Company and iis very unique nature is a iabor-owned 
^nijty (hat operates independently but icr^es the organized working men and women of America, 

Another director commented that (his really was a major siep forward because one of the 
issues rased in the onginal purchase of Preferred Certificates was "whai was the value of this stock" 
and ^id one irnerate any appreciation m its value. This answers both questions in a very cost 
efficient. pracLical manncf- 

Several officers panicipatin| in the discussion indicated that this repurchase program created 
a market, therefore, set the price for ihe siOckho3ders. especially ihose which Arc pcnsian funds and 
need 10 record this m their portfolio. Another indicaled ihal one of the issues which has concsmed 
rating agenciei is the payment of Sar|e dividends which hai hampered investment in futtjrt growth. 
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Case 1 :06-cv-01 388-RJL Document 1 8-3 Filed 06/22/2007 Page 4 of 1 8 



^nd pn Lhis C0Tinp«[i[svs envfronmtfn[. ihat hai btcome a crtiical faccor in ihc f^suce of [Uc Company 
FaUo'^^ng addilionaJ.disclJS5^o^s a tnoiion was made, seconded and passed unaniinDusly. ti M^as 

RESOLVED- '"That ihc Corparauon is hereby authoHjed lo enier inio a repurchase proEram 
dc starred lo provide liquidky for up lo SISO.OQO.OOO of ilie holdings of Class A. Clitss 
B and Pr*rerTcd Cen iTicaics aver (he next ] I /cirs." And. bt a 

"TTiAi sri 1997. she Corporacion on June tst, or as soon ihereafler as is practical and in 
conformance with law and regulation, ^viil offer to repurcJiase 530.000.000 wonh oi 
equify from the hotders dF Class A, Class B and PrGfeTred Cenificaies v^'ah the 
repurchase Co be effective on June 3D, 199T, or a£ soon ihereaflcr as is practical and in 
cojiformhy with law and fcitjlaiiofi." And, he it 

"That in each of ihc aub^e^^ucru yzsr^, be|inning in 199? and ending in the vear 
2001 i [he CorporaLion wiSIh solely from in opcraiing cash flow, make gvaiiabte up to 
S15.0OO.0OO in cash lo, ai ihe stocfidhiolders' re^^uest, repurchase stock from hoMers of 
Class A^ Class B and any remaining Preferred CerEificaies/' And. bt it 

"That laid repurchase program will be in conformity wiih the Term She^t which is 
attached and made pan ofihis rc5oluiion and which will be included in its cniireiv 
with (he minutes of this meeting {See Tab E)." And, be it 

"Thag the repurchase program will he based on "Book V^lue^. The Book v^lge urili 
be detern^ined at each reptirchase dale based on (he prior year end audited rmanciais 
of ULLICO Inc. The calculation shall be accomphihed by lakin^ ihe "Total of 
Sioclthoiders EqtJtty" as showri on the financial siaiemeni and dividing it by ihe total 
number of shares ouisiafiding of Ciass A, Class E, Capiial Stock and any Preferred 
Ccrtifkcales stiil outstanding.'' 

"In rhc everti ihai subscnpiions for repurchase exceed (he dotlar amount available in 
each of the years of the program, the Corporaiion shalt deierttiine a pro rata 
allocation among ^il requestir^g siocklioiders and allocate the dollars available amon| 
rhc stockholders requesting repurchase." 

"Thai the appropriate officers and employees of ihc Corporation shall be, and each 
of them hereby is, authorized, directed and empowered to. On behalf of the 
Corpofaijon, ackj^owledge, execute and deliver any and all such act]ons or documents, 
which may be necessary or desirable to cffecruaie ihe foregOfng resolutions, and their 
acts and deeds in so doing shall bt conclusively presumed to be the acis and deeds of 
ihe Corporation." 

The Chaiiman noted that this concluded the action items t^n the agenda and introdyccd Mr. 
Grelle. TTie Chairman said he had asked Mr. Grelle to give a shon overview of how the Companies 
did during 1996. 



FURTHER 
kESOLVEO: 



FL:RTHER 
RESOLVED: 



FURTHER 
RESOLVED: 



FURTHER 
RESOLVED! 



FURTHER 

RESOLVED: 



FURTHER 
RESOLVED: 
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Mr. Grcllc siaicd shat W\s repon would suppkmeni ihc inrgrmacron cortiaincd in tht Annua! 
Report. He reminded Lhe Comitiillce ?ha[ aJ] finAncial results were now prestfued ors z Generally 
Accepted Acccunling Principfes of "GAAP" basis. This included pndr year companions ^Kich were 
:e5Ea[ed for censiscen-cy unh the cmrefi! year's nnancul resulls. 

Tcial Company earnings at ycar-cnd were SlO million. Ea-mings were S36.9 milljpn in 199^, 
Cerlakn items negatively impacted this year rasulls and wiihoul three of these items, earnings v^Quld 
have b^;en St7.2 milliofl. The three items included S6.9 milfpon of Diplomat relatfid costs iS4.5 
miJlion after lases>, S2.4 million In realised capital losses dut to iJie wriie-off of a markeung ^entyfe 
rSL6 million after laKes), and Jl.7 million reZated to a w^ste-down m value for <wo real ejiaie 
properties held by Union Labor Life as a restjh of foreclosure {5 1.1 million afier taiesk 

Mr. Grelk Stated that Union Labor Lrfe bore the brunt of these items. Ejceluding the 
DipJom^l cosu and the real estate write-downs, after lax eaminf^ fof Union Labor Life were S9.J 
fntlllon, a 2^% trtcrease Over 1995. He noied thai premium and fee revenues increased by 77^ to 
S232 million. Thi5 wa5 a trend reversal and proved lo be heneficia] in A.M. Best's latest rating rcvstw, 

■" -Property and Casoahy had nttearmm-fs ofShj intMion in 1996. 1995 results were only S 1:2- 

milllon. bin Mr. Grdle pointed oui (hat ctjrrent year results were aided by an accouming change 
which eliminated a statuiory reserve. Operations were negatively impacted by higher ihan plannecj 
loss ralios for the Workers Compensation line and a reserve increase for reponed claims of %5 million 
irt the founh quaacf. 

Zenith had a t^ei loss of S300.000 compared wljh a 51.000,000 loss in 1995, E]i;ciuding after 
tas intercompany interes! cosu, Zentlh had a ntt gain of almost SI million. T^e smprof^ement was a 
result of a 2^ increase in fee income and a decrease in costs. 

TFA earned Si. 7 mitlion after lax. Results from 1995 were ^1.9 million. The decrease was 
due to the loss of funds under management, as reponed earlier to the Committee. 

MRCo realised net income of S2-3 miltton. a 47% increase from 1995, The improvement was 
attributable to AMI Capital's strqrig perfonnanCeH offset to some extent by the capital loss frofil ihe 
disconiinifance of the Seeuritas ver>lure. 

Overall, ULLICO's balance sheet indicated thai lolal assets grew by Si 65 million to 52. S 
million, a 6% increase over year-end, 1995, Separate Account growth was again imponani with the 
GIC maiuriiies of SI 00 million reducing the ovetall increase. 

Total Stockholder Equiiy. previously referred to as Capital and Surplus, was S25a.7 million, 
down from 1995'5 ftgure of S2^2 million. While the Company earned S10 million, dividends and 
Prtfefred Certificate payments of approximately SlO million caused the net decrease in equliy. 

Mr. Grelle also indicated thai all unrealized Capital ^ains or loss^^s were recogniied under 
GAAP. The Company had an unrealized gain net of deferred lax of SM.S million at yeaf-end, 1996. 

The Chairman asked the Commiuee if they had any queslions of Mr. Crelle Or fr^m any of 
ihe wntteri materials provided in the Agenda from ihe various business units. He siated ihai the 
.Afenda would be attached to ihe minutej and become a part of the record. 

The Chairman asked for an. Executive Session and delivered his report to iht Commiuee [a 
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compieie copy of which 15 snached as an addendum 10 ihese mmulesj. Afterwards, the Mttiing u^-ag 
adjourned and ihe ChaLrman waj Auihomtd lq srlei:i ihe ijmc and pEacc of ihc neii; meeting. 



A[LachmfnL& 
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C£iaifm:in's Suiem^m 
Eifcuiive Session 

May 1 1997 

As VDU heard during ihe meeling, looking ai [he bonoiri line, we did nos have as good" a year 
as ^t did in 1995. Thai is only one cesi. 1 <hinlc l^-ga was a |ood year m (ha! wc resolved i major 
problem for ihis Company, Pufiin^ ihe OipJomac mio a posh ion where the Company can rriAily aci 
on us saJe ss very imponanJ. 

We lake that evcnl and add lo it the ane-tlme ^rite-off on iv^o properties we acquired '\n 
foreelcstire and she u^rite-off of our anveslmenl in ihe projeci called Secunta^. After c1smi^^aLl:^g 
I hose wnle^offs ffom priar year aetiviiics, ^e had vjnuaMy an Idcniical year lo 1995. In faei, 
opcraiin^ fain$ were up ivl-o perceni. So ihe base operations are siill sound and fetliri^ the Diplomat 
behind lis wi|] be benedciaL 

As you know, we are in the process of trying, to sell the propeny and T will tell you that based 

on the offers we received 10 daie, any ^ain from this propeny. e^cn based on the resuied value of JO 
million dollars ai LTLLICO Inc. n unlikely. En facL, we may record an additional lois in 1997. Time 
will leli. ^c are Slill evaluating offers. I vvill keep you advised as to our progress - 



What-is-mosi important loday ts tht change in our relation ship wh^ pi^r itCJekhOldcrs. Many" 

of whom arc represented in ihis room. We were very successful in offering the Certificates and for 
ihat 1 ihank afl of you in this room who have supponcd thai effort. As -wc nosed in the agenda item, it 
changed our relationship to our stockholders in a very ftinda mental way, Because we arc a closely 
held corporation, we had always pro^^ided (he market for our slock, But if you ?ooIg at our traditional 
siockholdera. w was not a difficult market to provide. In 1991. y^hcn we stancd the offering, our 
stockholders had 5.7 million dollars in capilal. Even tpday, our lar^ est Capital stockholder hoTds lesj 
than BOO thousand dollars womh of Capital Stock. Today, wc: have jiock holders who hold 30 million 
doUars wonh of equity. The Company could not go forward with a repurchase of a 30 millJor^ dofla/ 
block of stock without advanced planning- rherefott, the repurchase program is beinj established to 
create liquidity for our stockholders. 

A< ihe same lime, ihe pressures in the marketplace are such ihat payment of cash dividends of 
the size we were paying, which were four limes greater than the average and in some cases more than 
thatn was hamsl ringing ihe Company. Therefore, tomorrow, management is going to recommend a 
two perccni dividend. Wiih the change to book ^alue, holders of ihe shares will have an unrealised 
gam of two dollars artd sijs cents per share, or ahoul ei§hi and a quarter percent for the year. Total 
reium, unrealised and reaEiEcd. ^ill be slightly in c;(ce5s of ten percent. We ihink that is a good 
return and that this program will be more posiljve in the long run. We also believe that the provision 
of liquidity and value are imponani goals of ihe corporation if we are going to remain as we have 
alwa/s been, a labor-owned enlily. 

There is one additiorral benefit. 1 have been emphasizing with the offjCCfS ihe need to add 
value lo our slock. This change will focus allennon on book value, [t puts- additional pressure on the 
ofnccrs who work for us ia make sure thai our business endeavors add value to the siockhoFders. 
This will benefit everyone and I look forward to your support as we move fot^ard on this lomorrow 
and announce it at the Stockholders Meeting. 

One additional iiem before we leave today. Al its meesing, the Nominayng Committee 
decided lo move one of our members lO a new class of direciors. As you know, our directors ^f^ 
elecled in groups of a third each year. 1 would like a motion eleciing Bill Casstevens to a vacancy 
which IS in ihe clas5 ihat will be up for election m 1999. Thank you. 

That concludes our meeting. 

nil Cwrarw Vrnurr Mmb*ji M|f 1 T^ E*K CTR 
ChiHTMiii JTAriMCNT Lite ILU 
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Addition io Chairman's ScaLcmeni 
Ejiccutivc S«S5ion 

KEl ULLICO PCG/Nauinuj 

Ai OL>r last Ejccu[|vfi Commlitce mteting wc brQU|ht iw^o resolutiorta 10 you conc^rTiinE an 
invescrricnc opponunity. "^"ou |avs preliminary approval to lhe farm^EiOfi of a jcint veniuK ^A/iili ihc 
Pacifit! OpiraZ Group'ta be calltd "ULLfCO/PCG Advisors." Thai projeci has been pm on ho]d, \ 
had qucslions cqnccrnin| Mr. Wjnnick and (he adequacy of lhe due diligence concemJng this 
mdividuai and his company. Also, a scaiement waa made at our bsi Tnecsin| by Mr. Sitid which 
mdicated ihst Pacific CapNai Group had a nel worth oT S200 jni]]ion. We have been unable lo 
conrirtn that Etalement. Mike.5 response appears lo have been an urrinlrnuonai arror since n appears 
ihat !^r. Winriick may have persona) ^^onh of that magnitude, there is nc indicsuon that Pacific 
Capita) Group, who wpiild be oyr joint venture panncr. has that magnitude of capitalijation. Thus, I 
have pui Mi on hold pursuant to that reiolunon which allowed for additional due diligence and 
disctissson. h is my intent 10 meet with Mr, Wjnnick arid see If we can reach a cofninon 
understanding a^ lo going forward and whai our business activisjes wouJd be and some reasonable 
limiiaiion5 on Mr. Winnick so ihat we can be feasonably assured ihat these. a.re in line wiih our goals 
a^ a company. 

^—T --would -also-Tike to bring you- iip-io-daie concerning the Nautilus transaction. You wll] . 

remember ihat we had exlensive discussions abotJl this fiber opiic cable that was <o be laid under the 
Atlanuc. T^is transaction did close, though we have nol as yet seen fina! documents. However, when 
wc approved the transaction, we authorized an invcstmeni up to SiO million. The actual investment 
was SS n-riUJon as you saw in the resolutjora w^e just adopted which auihohjcd a loan of IS milfion 
Tiom Union Labor Life lo MRCo» 



Tiwi I XlMim« 



JW 00499 



HOG AN S HE AID 

JKL30 Faipjak BouLLVAnf 

Suits. .3iIO 
Fi\\n.n\K. V||iiKrt*iA S5CH3Q 

«7Q3S 5BJ.0O03 



Cflase 1 :06-cv-01 388-RJL Document 1 8-3 Filed 06/22/2007 Page 9 of 1 8 

IN THE UNITED STATES DISTRICT COURT FOR THE DISTRICT OF COLUMBIA 

Civil Division 
ULLICO, INC., 
Plaintiff; 



Case No.: 1-06CV0138S (RJL) 



BILLY CASSTEVENS, 
Defendant 



DEFENDANT'S RESPONSES TO P! ATNTIFF^S 
FIRST SET OF INTERROGATORIES 

OBJECTIONS APPrJC.4BLE TO ALL INTERROGATORIES: 

1. Defendant objects to Plaintiffs Interrogatories to the extent they purport to impose 
obligations on Defendant beyond those required by the Federal Rules of Civil 
Procedure. 

2. Defendant objects to PlaintiflTs Interrogatories to the extent fhat they call for the 
disclosure of personal, confidential, irrelevant information of Defendant and any 
person not a party to this suit. 

3. Defendant's responses to Plainliffs Inteirogatories are based on the assumption that 
Plaintiff does not intend to seek information protected from disclosure by the attorney 
work product doctrine, the attorney-client privilege, or any other applicable privilege 
or doctrine r To the extent that Plaintiffs Interrogatories do call for such information, 
Defendant objects to them and claims all privilege.^ aiid protections available to him 
to the fullest extent provided by law. 



INTERROGATORY NO, I Identify any documents in your possession^ including all files^ 
notes, correspondence or other media, that you removed from ULLICO. 

RESPONSE : I did not remove any documents, files, notes, correspondence or "other media" 
fiom ULLICO, 

INTERROGATORY NO. 2 Identify any documents relating to ULLICO that you caused to be 



1 



;: DEFENDAIMFS 
i EXHi&IT 

I B 



HOCAN ^ HEALD 

in JO FftHt,FA5C BOULE'ii'MiD 



[7033 9$|-ClOQa 



Cdse 1 :06-cv-01 388-RJL Document 1 8-3 Filed 06/22/2007 Page 1 of 1 8 



destroyed outside the company's normal document retention policy between 1997 and the date of 
your response to this interrogatory. 

RESPONSE : During die years that I was on the Board of Directors 1 routinely disposed of all 
correspondence and copies of any company documents that were forwarded to me since I 
believed that any and all documents would be retained by the company. 

INTERROGATORY NO. 3 If you contend that your participation in the Discretionary 
Repurchase Program regarding ULLICO stock was in good faith state the factual basis for that 
contentionn 

RESPONSE : I relied upon all the information provided to me as a member of the Board of 
Directors of ULLICO, Inc, by ULLICO's officerSj attorneys, accountants and other professional 
advisers, none of which raised any suggestion, hint or possible issue as to the propriety or 
legality of the programs and transactions referred to in PlaintifTs Complaint. See also the April 
2, 2003 Memorandum of James J. Hanks, Jr. [hereafter the Hanks Memorajidum] and the Sidley 
Austin Brown aid Wood Summary analysis of the 'Tleport of the Special Coimsel" [hereafter the 
Sidley Austin Summary Analysis]. At the time that my wife and I requested that some of our 
shares be repurchased we did not know that the percentage of our shares to be repurchased would 
be larger tlian the percentage of shares repurchased fix^m other shareholders. 

INTERROGATORY NO. 4 If you contend, with respect to the claims ULLICO makes in the 
Complaint, that you fiilfilled your fiduciary duties "with the care that an ordinarily prudent 
person in a like position would use under similar circumstances/' within the meaning of Md. 
Code Ami. Corps. & Ass'ns § 2^05, 1(a)(3), state the factual basis for that contention. 
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RESPONSE : I was not personally involved in the creation of the stock offer programs or the 
repurchase programs that are referenced in ULLICO's Complaint. 1 relied upon all the 
information provided to the Board of Directors of ULLICO, Inc.^ by ULLICO's officers, 
attorneys, accountants and other professional advisers, none of which raised any suggestions^ 

hint or possible issue as to tlie propriety or legality of the programs aiid transactions referred to 
in Plaintiffs Complaint; and my understanding and belief was that the programs had been 
developed and/or approved by disinterested, iiidepeDdent financial and legal advisers, I also rely 

on ah the reasons^ opinions and conclusions contained in the Hanks Memorandum and in the 
Sidley Austin Summary Analysis, 

INTERROGATORY NO. 5 If you contend that your participation in the Discretionary 
Repurchase Program was not an interested transaction within the meaning of Md, Code Ann, 
Corps. & Ass'ns § 2-419, state the factual basis for that contention. 

RESPONSE I 1 am not an attomey and 1 relied on the fact that none of ULLICO 's attorney s^ 
experts, consultants, officers or other Board members ever expressed any indication that any 
member of the Board might not participate in the Discretionary Repurchase Progiam because of 
the provision of die Maryland Corporation Law or for any other reason. Plaintiff has the burden 
of proof in this suit and therefore is required to prove that my participation in the Discretionary 
Repurchase Program violated any law, I also rely on all the reason^ opinions and conclusions 
contained in the Hanks Memorandum and the Sidley Austin Summary Analysis. 

INTERROGATORY NO. 6 If you contend that your redemption of stock in the Discretionary 
Repurthase Programs satisfied the requirements of Md, Code Ajin. Corps. & Ass'ns § 2-419, 
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state the factual basis for that contention, 

RESPONSE ; 1 am not an attorney and I relied on the fact that none of ULLICO^s attorneys, 
experts, consultants, officers or otlier Board members ever expressed any indication that any 
member of the Board might not participate m (he Discretionary Repurchase Program because of 
the provision of the Maryland Corporation Law or for any other reason. Plaintiff has the burden 
of proof in this suit and therefore is required to prove that my participation in the Discretionary 
Repurchase Program violated any law, I also rely on all the reasons, opinions and conclusions 
contained in the Hanks Memorandum and the Sid ley Austin Summary Analysis, and on the fact 
that the Special Committee of Directot^ who had not participated in the transactions at issue 
rejected the Thompson report's recommendations that ''profits" from the transactions be 
returned, thereby ratifying and approving the transactions in satisfaction of that Maryland statnte. 

INTERROGATORY NO- 7 State the factual basis for your Fifth Defense that "[a]ll actions by 
Defendant for ULLICO were performed in good faith pursuant to advice of legal counsel and 
professional accounting and financial advisors retained by or on behalf of plaintiff and therefore 
were reasonably believed to be in the best interest of the company and were performed with the 
care an ordinary prudent person in a like position would nse in similar circumstances." 
ANSWER : I relied upon all tlie infonuation provided to the Board of Directors of ULLICO, 
Inc, by ULLICO 's officers, attorneys, accountants and other professional advisers, none of 
which raised any suggestion^ hint or possible issue as to the propriety or legality of the programs 
and transactions referred to in Plaintiffs Complaint; and my understanding and belief was that 
the programs had been developed and/or approved by disinterested, independent financial and 
legal advisers. 1 also rely on all the reasons, opinions and conclusions contained in the Hanks 
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MemoranduDTi and the Sidley Austin Summary Analysis. 

INTERROGATORY NO. S State the factual basis for your Second Defense that ''Plaintiffs 
claims arc barred by estoppel, by the Statute of Limit atiojis and/or by laches." 
RESPONSE : Plaintiffs Complaint alleges claims against this Defendant that e?tpired or lapsed 
prior to October 27, 2003 and Plaintiff was also extiemely dilatory in pursuing any of the claims 
alleged in this suit. Plaintiffs claims are barred by estoppel due to the rejection by its own 
Special Committee of disinterested Directors of the recommendation of the Thompson report that 
''profits" be returned, and the approval thereafter by the Board of directors at its next meeting. 

INTEBJEIQGATORY NO._9 Identify any communications bet^^^een January 1, 1997 and May 

30, 2003 from any person that you intend to rely on in support of aiiy of your affimiative claims 
or defenses in this action^ 

RESPONSE : 1 rely on the reasons, opinions and conclusions contained in the Hanks 
Memorandum and in the Sidley Austin Summary Analysis. Also, on March 25, 2003, when the 
Special Committee made its report to the Board of Directors, Mr, Terence M. O'Sullivan, who is 
now the Chairman, and CEO of ULLICO, Inc., stated that he agreed that nothing had been done 
illegally by any ULLICO Director or Officer, 

INTERROGATORY NO, 10 If you contend that Robert Georgine wa^s authorized to cause the 

repurchase of ULLICO stock from individual stockliolders, during the period May 10, 2000 
through April 30, 2001, at the price of $146.04 per share, state the factual basis for that 
contention. 
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RESPONSE : The Board of Directoin& authorized and ratified all such repurchases on November 
3, 2000. I also rely on the reasons, opinions and conclusions contained in the Hatits 
Memorandum and the Sidley Austin Summary Analysis. 

INTERROGATORY NO. 11 If you contend that the Board of Directoiis validly adopted the 
Actual 2000 Repurchase Program, state the factual basis for that contention. 
RESPONSE : Defendant has no reason to believe that the Board of Directors* adoption of that 
RepurXJhase Program was not "vaJid". Plaintiff has the burden of proof in this suit and therefore 
I is r^uired to prove that that action of the Board of Directors was not * 'valid". 1 also rely on the 
reasons, opinions and conclusions contained in the HanJcs Memorandum and the Sidley Austin 
Summary Analysis. 

INTERROGATORY NO. 12 If you contend that the following statements in the tender offer 
documents associated with tlie Actual 2000 Repurchase Program were accurate, state the factual 
basis for that contention: *'[t]he Company has not been advised tiiat any of its directors and 
officers presently intend to tender any Shares personally owned by them pursuant to the Offer'' 
and that the shares of ULLICO 'Yepresent[edl an excellent long-term investment". 
RESPONSE ; At the time of the November 3, 2000 meeting of the Board of Directors 1 did not 
have any knowledge myself as to whether any directors or officers intended to tender any shares 
personally owned by them, nor did I know whether any director or officer had '*ad vised the 
Company" in any way that he or she intended to tender any personally owTied shares. I also 
personally believed that owning shares in ULLICO was an excellent long-tenn investment. 
Therefore, to the best of my knowledge, information and belief, those statements were accurate 
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at the time. Additionally, the statement in the tender offer documents that the shares of ULLICO 
were an excellent long-term investment was essentially the same statement made by the 
Chairman at the Board of Directors' meetings, and I did not have any reason to believe thai they 
were false or misleading. I also rely on the reasons^ opinions and conclusions contained in the 
Hanks Memorandum and tlic Sidley Ausdn Suimnary Analysis, 

INTERROGATORY NO, 13 If you contend diat any ULLICO employee, officer, or director, 
interfered with your ability to execute your fiduciary duties during your employment by 
ULLICO, state the factual basis for that contention. 

RESPONSE : I was never employed by ULLICO, Inc., nor did I have ''fiduciary duties" as a 
member of the Board of Directors. 

INTERttOCATORV NO. 14 If you contend that you disclosed to any member of the Board 
that you redeemed your stock through the Discretionary Repurchase Program, state the factual 
basis for that contention. 

RESPONSE : I did not disclose to any members of the Board of Directors that 1 had redeemed 
some of my shares in Januarj', 200 L 

INTERROGATOR V NO. 15 If you contend that anyone other than yourself disclosed to the 
Board that you redeemed your stock through the Discretionary Repurchase Program, state the 
factual basis for that contention. 
RESPONSE : Not applicable. 
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LNTERROGATORY NO. 16 State the factual basis for your denial with respect to Tf 14 of the 
Complaint that "[tjhese programs were either to the exclusion of ULLICO*s other shareholders 
or structured in a manner that allowed defendant and other insiders to disproportionately benefit 
himself in relationship to other larger shareholders/' 

RESPONSE: I was not personally involved in the creation of the stock offer programs or the 
repurchase programs that are referenced in ULLICO'^ Complaint. 1 relied upon all the 
information provided to the Board of Directors of ULLICO, Inc., by ULLlCO's officers ^ 
attorneys, accountants and other professional advisers^ none of which raised any suggestions, 
hint or possihle issue as to the propriety or legality of the programs and transactions referred to 
in Plaintiffs Complaint; and my tmder standing and belief was that the programs had been 
developed and/or approved by disinterested, independent financial and legal advisers. 1 had no 
knowledge that any opportunity to purchase shares of ULLICO stock was "timed" to minimize 
the risk of investing, nor did I have any knowledge that the redemption programs would 
necessarily have an unfair effect on other shareholders. 1 also rely on the reasons, opinions and 
conclusions contained in the Hanks Memorandum and in the Sidley Austin Summary Analysis. 

INTERROGATORY NO. 17 State the factual basis for your denial with respect to 1 19 of the 
Complaint that "[b]ecause members of the Compensation Committee were eligible to participate 
in the 199S and 1999 Stock Offer Progr^ims, the actions of the Compensation Committee 
violated the February 11, 199B and February 13, 1999 Executive Committee resolutions that 
expressly prohibited the Compensation Committee firom participating m matters directly 
affecting tlieir own compensation, hi addition, the Compensation Committee exceeded the 
delegation of authority pursuant to the February 13, 1999, Executive Committee resolution when 
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it included directors as eligible participants under the 1999 Stock Offer Program." 
RESPONSE ^ See the April 2, 2003 Memorandimi of James J. Hanks^ Jr.^ Esquire. Since 
ULLICO historically had given directors the opportunity to purchase shares and my wife and I \ 
had previously been allowed to invest in shares of ULLICO Inc, in 1995, 1996, and 1997, I had 
no reason to believe that we would not be eligible to purchase additional shares in 1998 and 
1999, particularly since the Board had authorized the Chairman to offer shares of ULLICO stock 
tOj inter alia. Directors of ULLICO^ in May, 1997. All shares purchased by my wife and 1 were 
paid for by our own after-tax dollars and were not ^^compensation" to me as a Director, 

INTERROGATORY NO- Ig State the factual bads for your denial with respect to H 26 of the 
Complaint that ''[t]he Compensation Committee lacked authority to cause ULLICO to issue 
stock to Casstevens in 199S and 1999 and^ therefore^ the sale of stock to C as Stevens is invalid." 
RESPONSE : See above Response to Literrogatory No. 17, 

INTERROGATORY NO, 19 State the factual basis for your denial with respect to H 38 of the 

Complaint that "Casstevens, who was a shareholder and member of the Board of Directors, never 

took any steps to conect these misleading aiid incorrect statements in the November 21, 2000 

letter/' 

RESPONSE : Defendant denies that the November 21, 2000 letter made any statements that, to 

his know ledge, information and belief, w ere **misleading and incorrect." 
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